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Monthly Income Payments In the
United States, 1929-37"

By Robert R. Nathan and Frederick M. Cone, Mational Income Section, Division of Economic Fesearch ?

ONTHLY income payments reached a peak for
the recovery movement in August 1937 when the
seasonally adjusted index of total income payments on
a 1929 base was 88.4 as compared with the low of 53.8
recorded in April 1983, according to the new estimates
of monthly income recently completed by the Depart-
ment of Commerce. Between August and December
1937, the index declined 5 percent, bringing the level in
the closing month of the year slightly below that in
December 1936. Since March 1937, when the increase
over the corresponding month of 1936 was 14 percent,
the margin of increase over the preceding year has nar-
rowed in each succeeding month, except August. This
resulted from comparisons of sharply inereasing income
payments in 1936 with the leveling tendency during the
middle quarters of 1937 and a drop in the final quarter.
Total income payments in the second half of 1937 were
5 percent above those of the same period in 1936,
whereas the increase in the first 6 months of 1937 over
the first 6 months of 1936 was 11 percent.

Preliminary 1937 Estimates.

National income paid out in 1937 approximated 67.5
billion. dollars representing an increase of 8 percent
over the 62.4 billion dollars paid out in 1938, accord-
ing to the monthly income estimates. The estimated
1937 total was half again as large as the 1933 aggre-
gates of 45 billion dollars, but remained approximately
14 percent below the 78.2 billion doHar level for 1929
and 7 percent below the 1930 total. Neational income
poid out represents total compensation in the form of
wages, salavies, Inferest, dividends, entrepreneurial
withdrawals, and net rents and royalties paid to indi-
viduals for services rendered.?

There is as yet no satisfactory basis for determining
the size of the national income produced in 1937. In-
come produced represents the net value of goods and
services produced and is measured by adding estimates
of business savings to income paid out. Not only are
the estimates of income payments of a preliminary
nature but, also, it is difficult to prepare a satisfactory

1 The series of monthly estimates of income payments presented in this article .

‘will be carried forward regulerly hereafter in the SURYEY oF CURRENT BUsINES,

t Miss Gladys Greet, of the National Income Section, assisted in the preparatlon of
the estimates. .

3 For dolailed discussions of the conceptz and scope of the annual estimates of
ﬂm‘:ionnl income prepaved by the Department of Commerce, the reader is referred to

National Ineome in the Unlted States 1929-35" November 1936, Revised sum-
mories of the estimates appenrad in the bulletin, “MNaticnal Income 1029-36," June
1037, Coples of these publlcations may be obtained from the Superintendont of
Docuizents, Washington, I Q., ior the price of 25 cenis per copy and 10 cenis per
CODY, respectively.

estimate of business savings for 1937 pending the
publication and analysis of a substantial number of
corporation reports. Positive business savings were
estimated at approximately 1% billion dollars in 1936.
If this same level prevailed in 1937, the national income
produced in the latter year would total more then 69
billion dollars. Since dividend disbursements were
fairly well maintained in 1837 and corporate earnings
recorded a marked decline toward the close of the vear,
it is not at all improbable that positive business sav-
ings in 1937 will be somewhat lower than those esti-
mated for 1936,

It is important to note that the monthly and annual
income estimates measure changes in the dollar volume
of income and that fluctuations in the level of prices
exert important influences on the income measurements,
A substantial portion of the decline in income from 1929
to 1933 and the recovery to 1937 can be accounted for
by price changes. However, there is no price index
available which is sufficiently comprehensive to convert
the dollar income figures into real income but it is
suggested that fthe reader observe fuctuations in
available series such as the Bureau of Labor Statistics
wholesale-price and cost-of-living indexes.
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Figure I,.—Total Income Payments, Comp tion of Employees, and

Department Store Sales, 1920=37,
Use of the Monthly Index,

The Department of Commerce has been preparing
annual estimates of the national income produced and
of total income paid out for several years, and such
estimates are available for the years 1929 to 1936, in-
clusive. The monthly series presented in this article
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have been prepared with the double purpose of provid-
ing a preliminary measurement of the national income
paid out each year pending the preparation of the an-
nual estimates and also to indicate month-to-month
changes in the aggregate flow of income payments to
individuals, Because of the need for assembling baosic
data through questionnaires and for the analysis of
many published reports which do not become available
immediately ot the end of the year to which the informa-
tion applies, there is necessarily a delay of several
months in preparing the annual estimates. While the
source material necessary for developing monthly series
is not so satisfactory, either in quantity or quality, as
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determinable at this time, it is desirable to develop
estimates which most nearly approximate such o
measure. Monthly estimates of income payments
reflect the flow of income to individuals currently and
as such are valuable indicators of changes in geners]
economic activity. _ -

Although the concept of national income paid out
designedly omits many items that might properly be
considered as elements in estimating the total income
currently flowing to individuals, the series should yield
a fairly satisfactory indicator of the buying capacity
of individuals. Such payments as direct relief dis-

bursements, soldiers’ bonus payments, gifts, bequests,
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Figure 2.—Monthiy income by Type of Payment, 1929-37.

the information used for the annual estimates, there is
sufficient information for the preparation of monthly
indexes which indicate with a fair degree of accuracy
changes in income payments from month to month.
Generally, the available data permit more accurate esti-
mates of the compensation of employees than of the
other types of income payments, Estimates of entre-
preneurial income are least satisfactory. The adjust-
ments required in fitting the monthly fizures to the
annual estimates of the Department for the years 1929
to 1936, inclusive, have been relatively small.

In view of the compreheunsive nature of the measure-
ment, monthly estimates of income produced would
provide the best indicator of current changes in general
economic activity, However, since such a series is not

and other items are not included in the income estimates,
but are considered as transfers of income. :

The movements in the seasenally adjusted indexes
of total income payments, labor income, and depart-
ment-store sales by months since 1929 may be seen in
figure 1. The marked similarity in the general changes
in these series over most of the period is striking. This
is particularly interesting in view of the fact that
department-store sales account for only 10 percent of
total retail sales. Probebly an index of total retail
sales, including sales of mail-order houses and rural
stores, would correspond even more closely with the
income estimates. Changes in the volume of retail
sales in agricultural areas probably do not corrvespond

exactly with the movements of department-store sales,
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T}end of Total Income Payments.

As indicated in table 1 and figure 1, the index of
aggregate -income payments by months, adjusted for
seasonal variation, declined from 103.0 in August 1929
to 53.8 in April 1933, a drop of 48 percent. Average
monthly income payments declined from 6.3 billion
dollars in the first quarter of 1929 to less than 3.6
billion dollars in the same period of 1933, a drop of
48 percent. In the same period, the index of industrial
production compiled by the Board of Governors of the
Tederal Reserve System declined 47 percent, factory
pay rolls dropped 63 percent, and the Burean of Labor
Statisties index of wholesale prices declined 37 percent.

The adjusted index of total income payments in-
creased sharply from April 1933 o January 1934 and
showed a moderate gain throughout the rest of 1934,
A much.more pronounced increase was registered during
1935 than in 1934, particularly during the last half of
1935. An even sharper increase was recorded in 1936
with a pronounced upward tendency throughout most
of the year. The imarked rising trend continued
through the first quarter of 1937 with a tendency to
level off for the middle quarters of the year followed by
a substantial decline in the last quarter. The season-
ally adjusted index of total income payments rose 64
percent from the April 1933 low to the recovery peak
in August, when the highest level since October 1930
was reached. The average level for 1937 remained
about one-seventh below the 1929 average. Industrial
production was 8 percent lower in 1937 than in 1929
and wholessle prices were down 9 percent for the same
period.

Variations by Type of Payment,

From 1929 to 1933 the average monthly compensation
of employees declined from 4.3 billion dollars to 2.4
billion dollars, or approximately 44 percent, In the
vear 1933 total labor income payments were 22 billion
dollars less than in 1929. Dividend and interest pay-
ments in 1933 averaged approximately 0.6 billion dollars
per month, or 38 percent below the 1929 total. The
relatively small drop in interest of 9 percent obscures the

fall in dividends alone, which declined 63 percent from
1929 to 1933, more than any other single type of income
payment. Entrepreneurial withdrawals and net rents
and royalties in 1933 are estimated at 55 percent of the
1929 aggregate.

Employees’ compensation increased steadily after the
first quarter of 1933 and by the first quarter of 1935 a
gain of nearly 30 percent had been recorded. Divi-
dends and interest on the other hand, had changed only
moderately during this period. Labor income for the
year 1935 was estimated to have been 25 percent above
the 1633 total, whereas dividends and interest payments
were only 8 percent higher in 1935 than in 1933, as a
result of o 39 percent 1ise in dividends and a 4 percent
drop in interest.

40494—88——2
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Large extra dividend disbursements late in 19386,
influenced by the undistributed profits tax, resulfed
in a sharp rise in total property income payments.
Although dividends and interest are both payments
for capital services in the nature of invested funds, the
two series do not ahvays move in the sane direction or
vary proportionally. By their nature inferest pay-
ments are relatively inelasiic execept for the effect of
defaults, new issues, and refunding operations. Divi-
dends on the other hand, are the most volatile type of
incorne payment. In addition to the changes in
dividends disbursed, the equities of stockholders are
influenced by corporate deficits and undistributed
profits, which are also subject to proncunced fluctua-
tions.

Trend of Compensation of Employees, by Industrial Groups.

The varying incidence of the depression and recovery
upon different industrial groups is cleatly revealed in
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Figure 3.—=Trend of Employees' Compensation, by Major Indostrial
Groups, 1929=37.
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table 2 and in figure 3. The degree of accuracy of the
estimates varies somewhat from industry to industry,
thus limiting the significance of comparisons to some
extent. For the purposes of the monthly estimates
the industries have been grouped into broad cate-
gories in terms of the type of service rendered, which
tends to ¢bscure somewhat the fluctuations of specific
industries. '

The widest fluctuations have occurred in the manu-
facturing, mining, and construction industries, whereas
the smallest variations appesr in the Government,
service, and other industry group. Within the former
group, the effects of the depression have been much
greater on the comstruction industry than on either
the mining or manufacturing industry. Similarly,
various branches of the transportation industry suffered
greater declines than did the communication or the
glectric light and power industries. As previously
stated, available statistics for many industries on a
monthly basis are not very satisfactory and do not
justify & more extensive breakdown for publication
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even though the figures for the industrial groups shown
are obtained by aggregating estimates for smaller
industrial divisions. As better source material and
methods of estimation are developed, it will be possible
to present the monthly estimates in greater detail.
From the first quarter of 1929 to the low levels pre-
vailing in the first quarter of 1933, employees’ com-
pensation in manufacturing, mining, and construction
declined approximately 60 percent. The drop for the
same period was 43 percent in the transportation and
public utilities, 41 percent in the trade and finance, and
approximately 30 percent for (Government, service,
and miscellaneous groups. Whereas in the first quar-
ter of 1929, manufacturing, mining, and construction

SURVEY OF CURRENT BUSINESS

February 1938

slow in getting under way and has been relatively small
to date. Total pay rolls in this industry in 1937 were
only 40 percent of the 1929 total. Labor income in
the commodity-producing industries more than doubled
from the early months of 1933 to the peak levels of
1937. ‘The 108 percent increase from the first quarter
of 1933 to the first quarter of 1937 in the manufactur-
ing, mining, and construction industries compares
with a 40 percent gain in transportation and public
utilities and o 38 percent increase in the trade and
finance group.

For the year 1937, as compared with the year 1936,
laber income increased about one-sixth in the com-
modity-producing industries as compared with an
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Figure 4.~Monthiy Compensation of Empl

accounted for 37 percent of the total compensation of
employeés, in the same period of 1933 these industries
contributed only 27 percent of the total labor income in
the United States. On the other hand, the Govern-
ment, service, and other industry group, which con-
tributed approximately 32 percent in the first 3 months
of 1929, increased its proportion in 1933 to 40 percent,
excluding work relief wages. The trade and finance
group generally accounts for about one-fifth of total
labor income, and the transportation and public utili-
ties group contributes about one-eighth of the total.
Generally, those industries which suffered the great-
est declines after 1933 also showed the most pronounced
recovery subsequent to 1933. A particularly. marked
exception to this tendency might be noted in the case
of the comstruction industry, in which recovery was

oyees, by Major Industrial Groupa, 1929=37.

increase of 8 percent for all industries combined. The
compensation of employees in the commodity-produeing
industries was 88 percent higher in 1937 than in 1933.
Total labor income in all industries increased 53 percent
from 1933 to 1937. Exclusive of wages paid on work
relief projects, the sggregate labor income disbursed
by the Government, service, and other industry group
was 32 percent higher in 1937 than in 1983, Including
work relief in this group, the gain was 40 percent.
The series on work relief wages reflects the sharp rise
Jate in 1933 and early in 1934 resulting from the opers-
tion of the Civil Works Administration program and
the increase late in 1935 when the Works Progress
Administration program got under way. The 600-
million-dellar decline from 1936 to 1937 reflects a
curtailment in the Works Progress Administration
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activities as private employment increased. As previ-
ously stated, soldiers’ bonus payments are not included
in the estimates. Otherwise, a sharp rise in govern-
ment income payments would have occurred in the
widdie of 1936.

sources and Methods of Monthly Income Estimates.

The estimates and indexes shown in the accompany-
ing tables are being published as» preliminary measure
of monthly income payments and will be subject to
revisions as a result of further investigation and study.
The lack of source material does not permit equally
satisfactory results for all groups and necessitates the
use of indirect means of deriving estimates in many
fields. The figures will also be rvevised each year to
accord with the annual estimates of the Department of
Commerce. Generally, it may be stated that the mar-
gin of error is probably larger for the less importans
series and, therefore, subsequent revisions will not
greatly influence the aggregates.

It would not be possible within the space of this
article to discuss in deteil the sources of data and
methods of measurement of the estimates, particularly
in view of the wide variety of source material and pro-
cedure used in developing the figures. Estimates of
employees’ compensation were prepared individually
for industries which accounted for approximately 90
percent of the total of this type of payment. Estimates
of dividends and interest were prepared separately
but not by industrial classification. For entrepre-
neurial income, estimates were made for each industry.
The amount of detail invelved in the development of
the estimates, especially for labor and entrepreneurial
incomes is apparent. A bullatin will be prepared within
the next few months which will describe in detail the
technical bases for the estimates. It is the infention
here merely to outline briefly the derivation of the
estimates.

Compensation of employees represents approximately
two-thirds of the national income paid out. As indi-
cated above, it has been possible to obtain monthly
series which were considered to be indicative of monthly
changes in employees’ income in industries contributing
about 90 percent of the total labor income. The largest
single source of information is the United States Bursau
of Labor Statistics which compiles and publishesmonthly
indexes of pay rolls in manufacturing and numerous
non-manufacturing indusiries. Most of these indexes
have proved quite accurate in reflecting changes in pay
rolls when checked by the various industrial censuses.
It should be noted, however, that the Burean of Labor
Statistics pay-roll indexes are based on reports referring
to typical pay periods within the month and, therefore,
may not accurately reflect total pay rolls for the month.
This source of possible error might be particularly
important in months containing legal holidays or in
months when merked fluctuations occur because of
strikes or other factors. Other sources of monthly pay
rolls include the reports of the Interstate Commerce
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Commission, the Works Progress Administeation,
and the Burean of Agricultural Economics, as well as
departments of labor in several States.

Estimated dividend payments were determined on the
basis of the Journal of Commerce compilation of divi-
dends paid, adjusted to the amnual estimates of the
Department of Commerce. For the last few years, the
annual change in the Jouwrnal of Commerce series has
been closely similar to the change in the annual esti-
mates of the Department of Commerce, which are
based on the annual Statistics of Income reports for all
corporations brought up o date through the use of a
sample of corporate reports, The New York Times
monthly compilation of dividend declarations checked
even more closely with the snnual figures, but figures
in dividend payments rather than declarations were
desired.

The interest estimates are also taken from the Jour-
nal} of Comimerce series adjusted to the annual estimates
of the Department of Commerce. The Journal of
Commerce figures appear to give o fairly satisfactory
seasonal pattern for thisitem. In view of the relatively
small change from year o year in total interest pay-
ments, the seasonal pattern is of primary importance.

The national income paid out represents only pay-
ments to individusls, thus eliminating intercorporate
dividend and interest payments and including only
those payments which go to individuals or groups of
individuals. There is no basis for estimating inter-
corporate dividend and interest payments for each
month and it is necessary to assume that the ratio of
interest and dividend payments to individuals to total
interest and dividend payments remains the same from
month to month. Past records indicate that the ratio
of intercorporate to total dividends has varied only
slightly from year to year. However, there is no
standard for evaluating this relationship from month to
month.

Since annual estimates of entrepreneurial withdrawals
in many industries are derived by assuming the average
withdrawal per entrepreneur to be equal to the average
salary or wage in the industry, entreprencurial with-
drawals in these industries have been varied in accord-
ance with indexes of average earnings, i. e., pay-roll
index divided by employment index. It is important
to note that the number of entrepreneurs varies only
slightly from year to year. For professional services,
enfrepreneurial withdrawals have been estimated by
graphically interpolating and extrapolating the annual
averages. Although this rather crude method is not
fully satisfactory, it probably yields fair results in that
professional incomes tend to change gradually. Agri-
culture accounts for a substantial portion of entre-
preneuriel income and for this series the month-to-
month changes have been based on changes in cash
income from farm marketings. Monthly rental esti-
mates were made on the basis of monthly changes in
rental rates as shown by the indexes of the Bureau of
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Labor Statistics and the National Industrial Con-
ference Board.

For each series, the monthly figures were corrected
to accord with the annmal estimates prepared by the
Department of Commerce for the years 1929 to 1936,
inclusive. The monthly series will be corrected to the
1937 annual estimates when they have been completed.
The method followed in adjusting monthly indexes to
the annual estimates was developed by V. L. Bassie,
while employed in the Division of Research and Flan-
ning of the National Recovery Administration, and
described in an unpublished paper entitled, “A Method
for Adjusting Indexzes Based on o Sample to Periodic
Survey of the Complete Field, with Special Reference

Table 1.~—~-Monthly Income,
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to the Bureau of Labor Statistics Indexes and the
Biennial Census of Manufactures.” 'The mathemat-
ical formula developed by Mr. Bassie was readily
applicable and yielded reasonable results.

For total compensation of employees and the aggre-
gate of entrepreneurial withdrawals and net rents, the
ratio-to-moving-average method was used in preparing
seasonally adjusted indexes. For dividends and inter~
est, 8 12-month moving average was used and brought
up to-date by graphically extending the smoothed line
on the basis of the change in the absolute figures. This
method was made necessary because of the large con-
centration of dividend payments resulting from the
undistributed profits tax.
by Types of Payment, 191937
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Table 2.—Compensation of Employees, by Major Industeial Groups
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